RSSP LESSONS LEARNED

C130J

1.  C-130J became pilot program in middle of ICS contract.  Took considerable time and effort to change course to implement RSSP.  Best to lay groundwork for RSSP at beginning of contract.

2.  Contractor had to change inventory management system to accommodate requirements of RSSP.  Delayed implementation of RSSP and cost additional funds.

3.  Unable to incorporate incentives into contract to reward or penalize contractor for meeting or not meeting metric goals because of FAR Part 12 commercial aircraft buy.

4.  Shortage of spares funding early in program limited initial spares purchases and caused spares shortages.

5.  Contractor's initial spares stock levels based on predicted failure rates.  Experiencing problems in spares support for both common and peculiar. Inventory adjustments are always lead-time away.  No safety stock in contractor's inventory stock level equation.

6.  Pentagon requesting source of repair decisions be completed by FY03 - 04.   Initial packages on systems will not be based on 2 years of actual failure data.

7.  RSSP discourages common item warranties.  C-130J had 1-year common item warranty on last contract.  Contractor refused to omit warranty on new contract stating it was included in their pricing.   Bases have been briefed on the supply problems associated with using the common item warranty but they have stated their intention to use the warranty for the first year anyway.  We are planning to develop a process to deal with tracking this with Lockheed.

8.  C-130J procurement contracting officer (PCO) refused to incorporate a mechanism into our current contract to allow the contractor to provide common items to the bases when they have difficulty obtaining the item from the government supply system due to shortages, errors, or other problems associated with supply chain.  PCO states it is not legal to put a CLIN on contract to allow contractor to provide common items to the bases.

 9.  PCO and contracting personnel should be required to have formal training in the concepts of RSSP.  They have the final say in what goes into the contracts and do not always cooperate with supply personnel in developing requirements.

10.  New programs should realize that contractors would not establish their ICP in the same structure we are used to in the government.  I.E.  Contractor on this program has item managers that will monitor inventory in one location and buyers who make inventory decisions in another location.  Government has limited influence on the organizational structure of their ICP.

11.  As a pilot program, we ran into delays in implementation because all government-interfacing systems were not updated to recognize contractor ICP codes.  I.E.  WISMIS REALM

12.  The cataloging training provided by the government to the contractor was insufficient.  Contactor required extensive assistance from program office personnel to accomplish stocklisting actions.

13.  Responses from the cataloging office to the contractor on stocklisting actions have been inconsistent and confusing to the contractor.  This has also required program office to provide assistance to the contractor to interpret required corrections.

F22 – (Contractor perspective)

1) Your processes must be invisible to the user.

2) You must use NSNs for all peculiar items.

3) The complete list of Government systems that you must interface with needs to be identified early in the process.

4) Must establish work around for those systems the Government requires data to be loaded into but won't give you access.

5) There should be a "standard" process established for providing information of Common item requirements to the DLA/User.

6) Don't establish support metrics too early in the system activation process, establish targets until the system reaches some level of maturity and there are sufficient numbers of end items to have meaningful measurements.

7) Start the ICP assignment process as early as possible.

8)  Must understand who your customers are, and who is paying the bills.

9) Be very wary of "requirements creep" as many people/organizations come out of the woodwork with "new" requirements that you did not bid and don't get any money for performing (but are graded based on you providing their needs/wants (like packaging data).

10) Security classification codification does not provide for SAR type requirements.

11) Document all processes and agreements as the Government contact will probably change at least every two years.    

12) Get Government provided training on the cataloging systems/processes.

13) Identify what systems you are going to use for inventory management and identify the required transactions you require from DAAS and what transactions you must send to DAAS.

14) Identify which internal legacy systems you must interface with in order to efficiently perform the ICP tasks.

C17

Lesson Learned #001- Inventory Control Point (ICP) Establishment: If a commercial organization is going to be established as an ICP, they will require the same type of system designators as Government ICPs.   Actions necessary to update the DoD cataloging and supply system to recognize a contractor as an ICP is a lengthy process and must be completed prior to asset management transfer to the contractor.   If programming of Air Force and Defense Logistics Agency (DLA) data systems is not complete prior to asset management transfer, manpower intensive work-arounds must be put in place so that the base can requisition parts from the contractor. 

Observations:  1.  The contractor requires the same types of system designators as Government ICPs to allow interface with the Standard Base Supply System (SBSS).    The System Program Office (SPO) or System Support Manager (SSM) must obtain approval for ICP designator codes.  The required codes necessary for Boeing to operate as an ICP are identified below as well as the action offices that assign and approve the codes.   

          -  Department of Defense Activity Address Code (DODAAC): HQ AFMC/LGS

          -  Routing Identifier:  HQ AFMC/LGS

          -  Source of Supply (SOS) code:  HQ AFMC/LGS 

          -  Depot Source of Repair Codes:  HQ AFMC/LGP

          -  Standard Interservice Agency Serial Control Number (SIASCN):  Deputy

             Under Secretary of Defense for Logistics [DUSD (L)]

          -  Cataloging Activity Code:  HQ AFMC/LGIM, HQ AFMC/LGIS, and Defense

  Logistics Service Center (DLSC)

          -  Major Organizational Entity Rule Code (MOERULE):  HQ AFMC/LGIM, 

             CASC, DLSC  

          -  Item Management Code (IMC):  DUSD (L)

          -  Material Management Aggregation Codes (MMAC):  HQ AFMC/LGIM

Depending on where the commercial organization will interface with the government, government systems will need to be able to recognize them as an Air Force ICP.  In the case of the C-17, the interface was with the SBSS and provisioning systems, therefore the DoD cataloging systems must be programmed to recognize a commercial organization as an ICP.   The following Air Force systems were programmed to recognize Boeing as an Air Force ICP: D043A, D043, D143C, D036.  The following DLA systems were programmed to recognize Boeing as an Air Force ICP: FLIS, SAMMS. 

Implementation of the assigned codes is contingent on the completion of a System Change Request (SCR) for DLA and a C4RD for Air Force to program the data systems to recognize Boeing as an ICP.  The SCR/C4RD is generated by HQ AFMC/LGIS and distributed to the data system office of responsibility.  The SCR/C4RD approval and coordination process varies depending upon the scope and effect of the change within DoD, and the priority of other workload within HQ AFMC/LGIS. Programming is a lengthy process and involves generation of the SCR, programming, functional testing, quality assurance testing, and implementation.

Within the FLISS and SAMMS, recoverables and consumables are treated the same.  They both have the potential to impact other Services and may require other Service coordination prior to implementation.

3.   The C-17 SPO was informed several months prior to the scheduled contract award that a SCR must be approved and coordinated.   Consequently, the contractor was not established as an ICP prior to contract award.  Several problems resulted:

The contractor did not have total asset visibility at contract award because connectivity to Air Force data systems was not in place.  Early on after contract award, the contractor had to rely on SA-ALC for stock visibility in order to determine/buy future requirements and set stock levels.

The contractor could not provide requisition status electronically to Base Supply.  In addition, the contractor could not directly issue requisitions.  Manual processes had to be developed to ensure the supply support process was transparent to the using command.  SA-ALC, the System Support Manager for the C-17 program, was required to receive SBSS orders and pass to Boeing.  This was an additional workload for SA-ALC but satisfied the Using Command’s need for a seamless process.

The SBSS M-32 reports could not be used to collect contractor performance metrics data (I.e., stockage effectiveness and MICAP response time rates) IAW with the contract surveillance plan.  Consequently, data was collected manually to measure contractor performance.

Recommendation:    The System Program Office or SSM should develop an ICP Designation Plan, include HQ AFMC/LGIS and DLA in the planning phase, and develop an ICP programming timetable.  Initiate System Change Request to update DoD data systems two years prior to asset management transfer.  

Lesson Learned #002-De-capitalization: C-17 De-capitalization of the 

Material Support Division (MSD), Reparable Support Division (RSD) and the Supply Support Division (SSD): Program offices must obtain approval for de-capitalization before items are transferred to a Contractor Inventory Control Point (ICP).  The stock fund must be reimbursed for lost revenues.  The program office must also reimburse the stock fund for it’s pro rata share of data system and personnel costs.  
Background: Items were de-capitalized out of the working capital fund in order to enable Boeing to provide spares support IAW the C-17 flexible sustainment contract.  If the items were to remain in the working capital fund, Boeing would not have the obligating authority to pay for them.   

The scope of the effort included de-capitalization of the MSD, SSD, and RSD accounts.    

MSD is the stock fund for depot purchased spare parts. 

SSD (now General Support Division) is the stock fund for consumables. 

RSD is the stock fund for depot level reparables.  There are higher costs, longer lead times, and more complex forecasting associated with the RSD de-capitalization.  The flex concept is to de-capitalize on-hand and on-order peculiar C-17 assets.  Inventory and management of C-17 peculiar assets will transfer to Boeing.  The program must reimburse any stock fund losses (buy-out)

Observations:  The stock fund accounts were impacted because there will be a smaller pool of assets from which to generate sales or spread surcharges in the future.  When there is a sale to the customer, the money from the sale is used to buy more parts.  When items are de-capitalized out of the working capital fund, the pool of assets is reduced.  The inventory impact of the C-17 de-capitalization effort is that the inventory is a sunk cost because the working capital is not buying replacement assets.  Assets are transferred to the Contractor, but the government retains ownership.  At the termination of the contract, assets will be re-capitalized back into the Air Force inventory as Government Furnished Equipment (GFE).  The cost of transitioning inventory does not get reimbursed.

The program was required to reimburse the stock fund for fixed costs relating to projected sales that did not occur.  Fixed costs included variable surcharge costs (shipping, etc.) and fixed surcharge costs (pro rata share of data system and personnel costs).   Other costs incurred by the program included physical transfer of assets and deliveries of items (billings received) after items are out of the stock fund.

The program office also provided funding to pay for long lead items delivering after 00.   Purchase requests had already been initiated in FY98 and FY99 to procure requirements for long lead replenishment items.   HQ AFMC/LG and SAF AQ/XR directed that MSD initial obligating authority could not be used to fund these items because the result would be a loss to the working capital fund.  The Air Staff (AF/ILSY and SAF/AQXR/FM determined the appropriate source of funding.

 The following factors were considered when planning the de-capitalization effort and assessing the impact to the working capital fund:

Surcharges- 

Actual cost of assets - The SSM must determine the dollar value of assets transferring to the contractor

On-hand inventory – Items transferring to the contractor may reduce holding costs but also reduce potential future sales

On-Order inventory – Items transferring to the contractor may reduce potential future sales but may also reduce terminations

Loss of future projected sales – the program office should only have to reimburse related fixed costs tied to loss of sales

5.  Propulsion parts were the first increment of assets to be de-capitalized out of the working capital fund and transferred to the contractor for management.  The System Support Manager (SSM) determined the dollar value of the items transferring to the contractor and provided the dollar value to HQ AFMC/LG/FM through the SPO.   The approval process for engine de-capitalization occurred fairly quickly in order to meet the 1 Jan 1998 contract award date.  SAF/FMB was the final approval authority.  

After de-capitalization approval was received, the budget codes were changed in the Sep 97 D041 computations for the propulsion parts.  The propulsion parts were backed out of the inventory/computations by 31 Dec 97.  The contractor picked up asset management responsibility for engine parts from Jan 98 through Mar 98.  

The program office was required to reimburse the working capital fund to recover fixed surcharge costs due to projected sales that would not be realized.  HQ AFMC/FM agreed to a payback amount and funds were transferred to them on 29 Sep 98.  

The program office also reimbursed the stock fund for packing, crating, handling, and transportation charges required for the physical transfer of inventory to the contractor.

Aircraft parts were the next increment of assets to de-capitalize out of the working capital fund and transfer to the contractor.   C-17 unique assets, currently managed by the Air Logistics Centers, transferred to the contractor Oct 99 through Feb 99.  The same process used to transfer engine parts to the contractor, was used to transfer aircraft parts:   

The SSM and the ALCs determined the dollar value of the items transferring to the contractor using the Sep 98 computation/re-stratification information.  After all changes have been made to the computation and asset balances are validated, the total inventory value was determined.

The SPO submitted a request to HQ AFMC/LG/FM requesting approval to de-capitalize assets out of the working capital fund.  HQ AFMC/LGI forwarded the request to Air Staff for approval.

HQ AFMC/LG/FM agreed to subtract sales/requirements from the Sep 98 D041 computations.  The Mar 99 D041 computations were used to make adjustments to procurement actions resulting from the Sep 98 computation and terminate purchase requests if required.  HQ AFMC/LGI input the effective transfer date into the D041 system, updated the SNUD, and the source of supply (SOS) code was changed in the data system from FPZ (SA-ALC) to F77 (Boeing).

The SSM identified all valid requirement computations.  The item manager initiated the purchase requests IAW the Sep 98 file maintenance information.  All procurement information (item management data folder) transferred to the contractor to conduct future buys.
Recommendation: When a program wants a contractor to act as an ICP, the SPO and SSM should develop a de-capitalization plan and include HQ AFMC/LG/FM, SAF/FM, and the ALCs in the development and implementation of the plan.

Lesson Learned #003 - D035, Contractor Access to D035: Contractor Inventory Control Point (ICP) requires access to Government legacy systems prior to the assumption of material management functions.  When the contractor is not allowed write access into D035, manpower intensive work-arounds must be developed and additional reprogramming will be required for D043 to accept some other method of input other than D035.  D043 is the system used to pass item management information to D035.   

Observation:  HQ USAF/IL tasked the C-17 program to ensure that Boeing interface with Air Force supply systems and maintain Total Asset Visibility (TAV).  The System Program Office (SPO) requested read and write access to the D035 system so the contractor could accomplish asset distribution responsibilities IAW the flex contract.  The D035, the Stock, Control, and Distribution system contains item management and cataloging data, stock on hand, due in assets, and status of requisitions.  Read access was approved but the contractor was denied write access.  The rationale provided by HQ AFMC/LGI, was that D035 contains proprietary data.   Extensive programming is required to set up filter safeguards to protect proprietary data. To date, the C-17 has read only access to the following D035 modules:

D035J, Financial Inventory Accounting and Billing System.  No Requirement.

D035A, Item Manager Wholesale Requisition Process.     

D035K, Wholesale and Retail Receiving and Shipping System.   

D035C, Recoverable Assembly Management System Process.   

D035T, Shipping Information System.   

D035G, SAV, Air Force Critical Item Program.   

There were impacts to the program because we did not have access to D035C and T:

D035C.   Boeing has direct file maintenance into D143 on a line by line, NSN by NSN basis.  Once the assets became F77 designated, Boeing lost visibility.  The only recourse Boeing had was to ask one of the item managers at the ALC to find and move the peculiar C-17 asset out of the depot to the nearest Boeing facility or take what every disposition may be required.  A CSRD was developed by HQ AFMC/LGIA that created a bridge connection for mass data transfer from D035C into the D143C system for RMICS data.   This was a time consuming process, our CSRDs was racked and stacked with other programming workload.  The programming effort took more than 12 months and required funding.  

D035T.  A CSRD was developed by HQ AFMC/LGIA and will provide Boeing visibility of C-17 assets.  Again, once the CSRD is complete, a ROM will be provided, as well as a schedule for the ranking of the CSRD.   Again, the only recourse Boeing had was to ask one of the item managers assigned to the System Support Manager (WR-ALC) to input packaging data into D035T.

Recommendation:   Work with HQ AFMC/LGI to obtain the appropriate access to government legacy systems prior to contractor assumption of material management functions.

